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BY THE COMMISSION: 

FINDINGS OF FACT 

1. Tucson Electric Power Company (“TEP” or “the Company”) is engaged in providing 

electric power withm portions of Arizona, pursuant to authority granted by the Arizona Corporation 

Commission. 

Backmound 

2. On July 3, 2013, TEP filed an application for approval of its 2014 Energy Efficiency 

Implementation Plan (“Plan”) and for a waiver of the Energy Efficiency (“EE”) Standard under 

A.A.C. R14-2-2419. The Plan proposes new measures and programs and the discontinuance of some 

measures, discussed further herein. The Plan also includes a notification that the Residential and 

Small Commercial Demand Response Program would be removed from TEP’s portfolio following the 

pilot program. In addition, the Plan proposes to make other modifications, such as moving 01 

revising program components. 
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3. 2015 Plan. On June 2, 2014, TEP filed a notice in this Docket that the 2014 Energy 

Sfficiency Plan filed on June 3,2013, “should also be considered the 2015 Implementation Plan.” No 

:hanges to the budget or programs were proposed. The notice also included information regarding 

he impact on compliance with the EE Standard of the exemption requested by Freeport McMoRan. 

4. Frecbort McMoRan Exeybtion. On March 17, 2014, Freeport-McMoRan Copper & Gold, 

nc. (“Freeport”) filed an application requesting exemption from TEP’s Demand-side Management 

jurcharge. The impact of the requested exemption on TEP compliance and on customer bills is 

liscussed further herein. 

5. Demand-side Manazement YDSM’;J Swcbarpe Reset. TEP noted that it is not requesting a 

‘eset of the existing DSM Surcharge as a part of ths  Plan. Although a reset is not required at this 

ime, Staff believes that the DSM Surcharge should be reset to reflect the requested budget, the 

iipficantly decreased under-collection, and the potential Freeport exemption. The DSM Surcharge 

’eset is discussed further herein. 

6. Rate Case Decision Repardinp StatZls-Quo. In the most recent TEP rate case (Decision No. 

73912, June 27, 2013), the Commission ordered that the Company maintain the status quo with 

:espect to its EE programs. The Decision stated the following: 

“Regardless of the mechanism for recovering approved EE/DSM Program costs, we 
find that only the proposed EE/DSM Programs and budgets adopted in the 
Settlement Agreement, and which have already been approved by the Commission in 
previous decisions, should be approved.” 

However, we believe TEP customers should have access to EE/DSM Programs and 

neasures found cost effective by Staff for TEP and that the Commission has previously approved for 

xher utility customers. 

7. Rate Case Decision Regarding &&et. Decision No. 73912 also approved a budget of $21 

nillion. T h s  budget was based on the one proposed in Exhibit TEP-11 from the rate case, but 

nodified to reflect the Decision’s order (cited above) to maintain the status quo with respect to 

xograms. 

. .  
74885 
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hmendices 

8. Existing and proposed programs will be discussed herein. Three Appendices are attached 

.hat provide data on the individual measures. 

. .  

e 

e 

e 

Abbendix I-A. Cost-eiffectiveness. Appendlx 1 -A lists the existing programs and 

measures alphabetically, along with the updated Staff benefit-cost ratio, and the 

total incentive amount associated with that measure. (Cost-effectiveness was 

recalculated for all measures) 

Ax?bendix I-B. Cost-eiffectiveness. Appendix 1 -B lists the proposed programs and 

measures alphabetically, along with the Staff benefit-cost ratio, and the total 

incentive amount associated with that measure. 

AAbendix 2, Measare Detail Descrjbtion. Appendix 2 lists the existing and proposed 

programs, the associated measures (also alphabetically) and provides a description 

of the individual measures. 

AAbendix 3, A_tbroVinz Decisions and Benefit-Cost Ratios, Existin2 Measares. Appenchx 3 

lists the Decisions in whch existing measures were approved, along with the 

benefit-cost ratios from those Decisions. 

Proprams Discontinued or No Lonper ProDosed 

9. Residential Financing. TEP is no longer proposing a Residential Financing Program. To be 

zost-effective, the Program would have to be offered in all of UniSource's territories. Since the 

Program was discontinued by UNS Electric (Decision No. 74599, July 30, 2014), and not approved 

for UNS Gas (Decision No. 73939, June 27, 2013), TEP chose to remove it from its 2014 list of 

?rograms. 

10. Residential and Small Commernal Demand Control Jilots. The Residential Demand Control 

Pilot Program was dlscontinued, as was the Small Commercial Demand Control pilot, although 

commercial customers with 100 kW or more of demand are eligible to participate in the Commercial 

Demand Control Program. (100 kW or more of demand is required in order to be cost-effective.) 

TEP states in its application that it: 

74885 Decision No. 
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“has decided not to offer a mass market Direct Load Control (“DLC”) program and is 
not requesting any budget approval in this EE Plan. TEP does not need this 
technology at this time to ensure safe and reliable service, and its contribution to the 
EE Standard is better met through TEP’s Commercial & Industrial (“C&I”) DLC 
program.” 

11. Home Ene- Rt? orts. In addtion, the Home Energy Reports Pilot Program was put on 

old. TEP states in its progress report for 2013 that although cost-effective for TEP, it was not cost- 

ffective, or approved, for UNS Electric. TEP notes that the Program could not utilize economies of 

:ale and that customers complained that the reports were being delivered on an unsolicited, or opt- 

ut, basis. Customers also questioned the accuracy of the reports. TEP proposes to maintain h n d n g  

ecause it is planning to find another delivery model that will provide higher savings and better 

onsumer satisfaction. 

12. Discontinued Measzlres. Additionally, in its Plan, and following an update of avoided costs, 

’EP found a small number of proposed and existing measures to be non-cost-effective and is no 

mger offering them. Staff has also recommended that these measures not be included in the 

Zompany’s EE portfolio. These include the following: 

0 

0 

0 

C&I Comprehensive-Bi-Level Lighting (Proposed) 

Behavioral Comprehensive Program-In Home Display Pilot (Proposed) 

C&I Comprehensive-LED Pedestrian Signals (Proposed) 

C&I Comprehensive-LED Street Parhng Lights (Existing) 

0 C&I Comprehensive-Night Covers (Existing) 

0 

C&I Comprehensive-T8 to T8 (Existing) 

Small Business Direct Install and C&I Comprehensive-Night Covers (Existing) 

Small Business Direct Install and C&I Comprehensive-T8 to T8 (Existing) 

13. TEP has withdrawn its request (shown in Table 3.3 of the Plan) to suspend the following 

neasures. TEP now considers these measures cost effective. (?’he below measures were broken out 

nto six related measures. Those offering at least 50% reduction in leakage passed Staffs cost- 

:ffectiveness review, while those offering at least 14% did not achleve a benefit-cost ratio of 1.0.) 

0 Existing Homes and Audit Direct Install--ROB-HVAC with QI and Duct 

Sealing-Electric (Performance) 

74085 
Decision No. 
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Existing Homes and Audit Direct Install--ROB-HVAC with QI and Duci 

SealingDual Fuel (Performance) 

Proposed Budpet 

14. The budget proposed by TEP is shown below. It has been revised since the June 3,2012 

5ling to reflect removal of the Residential Financing program, actual program activity levels, and the 

xoposed combination of the previously separate Small Business Direct Install and School Facilitie5 

nto a single program. (School Facilities was originally proposed as a separate program.) At $18.8 

nillion it is below the budget level set within the rate case. 

TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET 

I I I 1 I I I $866,583 
[ $235,800 I $428,318 I ‘$75,000 I 342,531 $84,934 Behavioral 

Decision No. 74885 
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Reduction 
Generation Proposed $0 $25,000 $0 $1,104 $2,600 $28,704 
Improvement 
and Facilities 

Load Control I 0 
$9,463,20 $6,505,65 $1,523,88 $711,896 $635,125 $18,839,76 
0 4 6 0 
50.2% 34.5% 8.1% 3.8% 3.4% 100.0% 

Total 

Total 
Percentage of 

Budget 

3verall Recommendations 

15. During the June 11, 2013 Open Meeting, the Commission directed that a generic Docket 

Docket No. E-00000XX-13-0214) be opened to address DSM and EE. The Commission indicated a 

h i r e  to review the effectiveness of existing DSM and energy efficiency programs and measure5 

xfore approving new ones and only approved recently-filed DSM/EE Plans for certain utilities as 

:hey related to the plans’ “status quo” (i.e. new programs and/or mo&fications and/or enhancement: 

:o existing programs were not approved). It is reasonable to maintain the status quo for the T E F  

2014 and 2015 Energy Efficiency Plan, with the exception that measures which are no longer cost- 

Zffective should be removed from the portfolio and that the overall budget can be adjusted to reflecl 

Decision No. 74885 
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hese removals. However, we believe TEP customers should have access to EE/DSM Programs and 

neasures found cost effective by Staff for TEP and that the Commission has previously approved for 

)ther utility customers. 

16. Staff has recommended that TEP maintain its budget at the requested $18.8 million. 

kaff has recommended that TEP have the flexibility to move fundmg between cost-effective 

xograms and measures, with the exception of the Low-income Weatherization Program, as long as 

unding is restricted to cost-effective programs and measures and is divided as evenly as reasonably 

)ossible between Residential and Non-residential customers. 

)rog.rams 

17. The portfolio summary, below, lists and describes all the Programs, and describes 

xoposed changes to existing programs. 

PROGRAM DESCRIPTION - TABLE 2 (Residential) 

RESIDENTIAL, 
SECTOR 

Program Name 

Appliance Recycling 

Multi-Family 

Efficient Products 

Existing or 
proposed 

New (Proposed) 

New (Proposed) 

Existing 

Summary Summary of 
Description Proposed Changes 
Removes and New program. 
recycles inefficient 
refrigerators and 

Promotes direct New program. 
install of energy 
efficient measures 
at apartment 
complexes 
consisting of five or 
more units. 
Program currently 
promotes CFLs. 
The Company has 
proposed including 
Residential LEDs, 
advanced power 
strips, and energy 
efficient pool 
pumps and timers 
and enerm- 

Request to add new 
measures. 

Decision No. 74885 
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Low Income 
Weatherization 

Residential New 
Construction 

Existing Homes and 
Audt Direct Install 

Shade Tree 

Existing 

Existing 

Existing 

Existing 

efficient appliances. 
Assists in making 
low-income homes 
more energy 
efficient. 
Promotes the 
building of more 
efficient new 
homes. 

Promotes energy 
efficiency in existing 
homes. 

Promotes planting 
of desert-adapted 
shade trees in 
locations designed 
to enhance energy 
efficiency. 

Increase for 
eligibility to 200% 
of Federal Poverty 
Level C'FPL") . 

~ 

Notification that 
baseline EE 
standards/costs 
updated to reflect 
2012 IECC. Tier 2 
and 3 Homes 
eliminated. 
Notification that 
Audts and HVAC 
improvement 
delivery have been 
redesigned to make 
them more cost- 
effective. 
Notification that 
savings and 
incremental cost 
have been updated. 
No other 
modifications. 

PROGRAM DESCRIPTION - TABLE 3 (Commercial) 

COMMERCIAL 
SECTOR 

Program Name 

Bid for Efficiency - Pilot 

ietro-Commissioning 

New (Proposed) Summary Summary of 
or Existing Description Proposed Changes 

New proposed) 

New proposed) 

Customers or 
project sponsors 
develop a holistic 
EE project then bid 
competitively for 
incentives within 
broad program 
puidelines. 
Promotes using a 
systematic approach 
in existing buildings 
to identify building 
equipment or 
processes that are ii not achievin 

New program. 

New program. 

Decision No. 74885 
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CHP Program - Pilot 

Small Business Direct 
Install and Schools 
Facilities 

C&I Comprehensive 

Commercial New 
Construction 

New (Proposed) 

Exis ting/New 
(Proposed) 

Existing 

Existing 

Docket No. E-01933A-13-0183 

Iptimal 
mformance or 
:esults in an existing 
facility. 

Promotes combined 
neat and power 
dants in existing 
Facilities to reduce 
Electric 
zonsumtxion. 
Promotes 
installation of EE 
Equipment at 
commercial 
customer’s facilities 
and at schools by 
reducing out-of- 
pocket costs. 
Encourages 
customers to 
promote the 
Program by paying 
contractors the 
incentives. 
Persuade business 
customers to install 
high-efficiency 
equipment at their 
facilities and 
encourage 
contractors to 
provide turn-key 
installation services 
to business 
customers. 
A re-branding of 
the Efficient 
Commercial 
Buildmg Design 
Program intended 
to assist customers 
in designing and 
constructing energy 
efficient buildings. 

~ 

New program. 

Request to add new 
measures. 

~ 

Request to add new 
measures. 

No modifications. 

Decision No. 74885 



'age 10 Docket No. E-01933A-13-0183 

9 

10 , 
11 

12 

13 
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15 
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17 
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19 

20 
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23 

24 

25 

26 

27 

28 

PROGRAM DESCRIPTION - TABLE 4 (Behavioral) 

Behavioral Sector 

Program Name 

Behavioral 
Comprehensive 

Home Energy Reports 

New (Proposed) 
or Existing 
K- 12 and 
community 
education 
measures are 
existing. Other 
components are 
proposed (new). 

Existing 

Summary Description 

A variety of 
educational/ behavioral 
programs, including 
l r ec t  canvassing, I<- 
12 education, 
community education, 
senior education, and 
CFL giveaway 
outreach events. 
Energy reports 
comparing a 
customer's usage to 
that of their neighbors. 
Reviewed herein as 
part of the Behavioral 
Comprehensive 
Program. 

Summary Of 

Proposed Changes 
K-12 and 
community 
education measures 
are existing and are 
being moved into 
the larger 
Behavioral 
Comprehensive 
Dromam 
On hold. Cost- 
effective, but TEP 
is revising the 
Program to make it 
more user-friendly 
and more cost- 
effective. 

Support Sector 

Program Name 

Energy Codes 
Enhancement Program 

Consumer Education and 
Outreach 

PROGRAM DESCRIPTION - TABLE 5 (Support) 

New (Proposed) 
or Existing 
New (Proposed) 

Existing 

Summary 
Description 
Seeks to improve 
the level of 
compliance with 
existing local 
buildmg energy 
codes and supports 
the periodic 
updating of these 
codes. 

Marketing designed 
to increase 
participation in the 
TEP 
Implementation 
Plan and promote 
changes in behavior 
that imm-ove enerm 

Summary of 
Proposed Changes 
Request approval to 
count savings 
resulting from 
changes in 
appliance standards 
and to count 100°/~ 
of the energy 
savings resulting 
from changes in EE 
building codes and 
appliance standards. 
No modifications, 
except for K-12 and 
community 
education measures 
being moved into 
Behavioral 
Comprehensive. 

Decision No. 74885 
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efficiency. 
New measure or 
program design and 
analysis, and 
developmental and 
maintenance of EE 
savings tracking 
software. 
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No modifications. 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 
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17 

18 

19 
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22 

23 

24 

25 

26 

27 

28 

~~ 

Program Development, Existing 
Analysis and Reporting 
Software 

I 

PROGRAM DESCRIPTION - TABLE 6 (Utility Improvements Sector) 

Program Name 

Conservation Voltage 
Reduction 

Generation Improvement 
and Facilities Upgrade 

New (Proposed) 
or Existing 
New (Proposed) 

New (Proposed) 

Summary Summary 

Pilot program. I New pilot program. 
Seeks to reduce 
energy 
consumption in 
distribution systems 
by maximizing the 
VAR with 
computerized 
control. 
Seeks to reduce 
energy 
consumption in 
power plants and 
utility facilities by 
installing EE 
pumps, motors, 
HVAC, lighting and 
improvements to 
increase heat rate in 
generation. 

New program. 

PROGRAM DESCRIPTION - TABLE 7 (Demand Response) 

Support Sector 

Program Name New (Proposed) 

C&I Demand Response Existing 
or Existing 

Summary Summary 

A thrd party 
implementation 
contractor 
negotiates load 
reduction 
agreements with 
multiple customers 
to provide TEP 

No modifications. 

Decision No. 74885 
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with a guaranteed 
load reduction upon 
request. 

XESIDENTIAL PROGRAMS 

18. Proposed and existing measures and their cost-effectiveness are discussed in each of the 

;ections devoted to particular programs, with ranges provided for programs with a large number of 

neasures. Please see Appendix A-1 and Appendix A-2 for lists of indwidual measures and their 

ienefit-cost ratios. 

Efficient Products 

19. Pro~ram Desmbtion. Ths is an existing Residential Program (currently its CFL 

Buy Down Program) previously approved by the Commission in Decision No. 70383 (June 13,2010). 

3ew measures, include energy efficient appliances, pool equipment and lighting. 

20. CFZs. In communication with Staff, the Company indcated that inefficient bulbs still 

dominate sales and continue to occupy the majority of the shelf space at retailers in TEP’s territory. 

TEP projects that sales of inefficient bulbs would increase to 68% from 18% if the utility’s rebates 

program was not in place. 

21. Pro~ram Objectives and Rutionale. The Efficient Products Program promotes the purchase of 

Energy-efficient retail products through a combination of buy -downs and possibly on-line or mail-in 

rebates with participating retailers. The additional measures would provide Residential customers with 

more opportunities to install energy-efficient measures. 

22. Probosed Chanees. In addtion to the existing CFL measure, new measures are proposed for 

The proposed measures and associated incentives are listed in the Efficient Products Program. 

Appendix A-2. 

23. Elkjbili& All Residential utility customers within TEP’s service territory are eligble to 

participate. 

24. Bzldxet. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, which lists 

the sector, projected costs per category, and total budget for each program. 

. . .  

Decision No. ?-- 74805 I . 
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25. Deliven, and Marketing. Delivery will consist of a combination of buy-downs and possibly 

in-line or mail-in rebates with participating retailers. 

26. Cost-effectiveness. Staffs analysis indlcated that the existing CFL measure has a benefit-cost 

-atio of 4.82. Most of the proposed measures listed in Appendix A-2 are cost-effective with benefit- 

:ost ratios in a range from 1.03 to 3.23. One proposed measure, the Residential Heat Pump Water 

geater, is not cost-effective, with a benefit-cost ratio of 0.87. 

27. Staf f  Recommendations. Staff has recommended that the existing cost-effective measure 

:CFLs) remain in place. Staff does not recommend approval of the Residential Heat Pump Water 

Heater measure. With respect to the proposed cost-effective new measures, Staff does not 

recommend approval at this time because of the Commission’s desire to preserve the status quo while 

t evaluates the effectiveness of existing programs and measures. However, we believe TEP customers 

should have access to EE measures found cost effective by Staff for TEP and that the Commission 

has previously approved for other utility customers. We recommend approval of the EE measures 

found cost effective by Staff for TEP and that the Commission has previously approved for other 

utility customers. 

Apdiance Recvclinc 

28. Program Desmbtion. TEP’s proposed Appliance Recycling Program is designed to remove 

and recycle inefficient working refrigerators and freezers. TEP cites national studies findmg that 

approximately 20% of customers have at least one secondary inefficient refrigerator or freezer at 

home. The Appliance Recycling Program would offer residential customers a $30 incentive for 

working refrigerators or freezers between 10 and 30 cubic feet, plus free pick-up and recycling. 

29. In its application, TEP originally proposed an incentive of $50, because of non- 

participation in the appliance program in UNS Electric territory. The Company is now proposing a 

$30 incentive, because it believes that a lower incentive might be adequate given the marketing 

characteristics of TEP’s territory. 

30. Proeram Objective and Rationale. Second refrigerators and freezers are usually older and less 

efficient models. The Appliance Recycling Program would remove such inefficient appliances and 

recycle them, thereby permanently removing them from the grid. 

Decision No. 74885 
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31. Eligibilitv and ProcesJing. TEP states that: 

Participants must own the unit(s) being recycled; 

Participants must be customers of TEP; 

Units must be emptied prior to pick up; 

Units must be between 10 and 30 cubic feet in size, utilizing inside measurements; 

Pick-up must be scheduled through program partner JAC Environmental; 

All units must be in working condition; 

The refrigerator or freezer must be plugged in and operating or the crew w d  refuse 

the unit; 

Once the unit is confirmed to be in workmg condition and to meet all other 

eligbility requirements, the crews disable it so that it cannot be placed back on the 

grid. The unit is then loaded and sent to the recycling center for total de- 

manufacturing and recycling. 

Non-residential customers with working refrigerators and freezers meeting the 

Program size requirements would also be eligible to participate. The Program 

would limit customers of either class to no more than two appliances per year. 

32. Badget. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, whch lists 

3-x sector, projected costs per category, and total budget for each program. 

33. Deliverv and Marketing Stratea. A third party Implementation Contractor (“IC”) will verify 

:ligibility, schedule pick-ups from customers, delivery to recycling centers and process incentives. The 

IC is also responsible for marketing the Program. 

34. Cost-Effectiveness. Based on Staffs analysis, the refrigerator and freezers measures have a 

cost-effectiveness ratio of 2.27. 

35. Stajff Recommendations. With respect to the proposed new Appliance Recycling Program, 

Staff does not recommend approval at ths  time because of the Commission’s desire to preserve the 

status quo while it evaluates the effectiveness of existing programs and measures. However, we 

believe TEP customers should have access to EE programs found cost effective by Staff for TEP and 

that the Commission has previously approved for other utility customers. We recommend approval of 

Decision No. 74885 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Page 15 Docket No. E-01933A-13-0183 

:his program, which Staff found cost effective for TEP and that the Commission has previously 

ipproved for other utility customers. 

Residential New Construction 

36. Propram Desmlbtion. The Residential New Construction Program is an existing program 

that offers incentives to homebuilders to build more energy-efficient homes (April 14,201 0, Decision 

No. 71 638.) The Program provides training in advanced building-science concepts and promotes 

energy-efficient construction, as well as promoting the installauon of high efficiency heating/cooling 

systems, lighting and appliances. It also assists sales agents in promoting and sehng energy-efficient 

homes. The Program offers both all-electric and dual-fuel homes. 

37. To qualify for an incentive, each home must be tested by an approved energy rater and 

meet criteria based on a Home Energy Rating System (“HERS”). 

38. Changes: Elimination of Tier 2 and 3 Homes. Tier 2 and 3 homes were not proposed as part 

of TEP’s 2014 and 2015 Plan. Tier 2 and 3 were approved by Decision No. 71638 (April 14,2013), 

although not found cost-effective without carbon savings and not recommended by Staff. TEP has 

now permanently eliminated the Tier 2 and Tier 3 measures because they are no longer cost-effective 

or because Commission Staff has recommended against their approval. 

39. Chanp.es: International Energy Conservation Code (“IECC”) 2012 Building Code. Five 

jurisdictions in Pima County’ adopted the IECC 2012 Building Code beginning in 2013, meaning that 

compliant homes had to acheve a HERS score of approximately 72 or less. (Under HERS scoring, 

the lower the number, the more energy efficient the home.) In response to t h s  change in the baseline, 

participating Residential New Construction homes are now required to achieve a HERS score of 65 or 

better. A HERS score of 100 represents the energy efficiency of a standard new home. 

40. Other Changes. No new measures were proposed for this program. 

41. Propram Objectives and Rationale. The objectives of the Residential New Construction 

Program include reducing the peak demand and overall energy consumption of new homes. The 

Pima County, City of Tucson, Town of Sahuarita, Town of Marana, and Town of Oro Valley. TEP also provides 
service in Cochise County, but its only customer is Fort Huachuca. 

Decision No. 74885 
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'rogram also seeks to increase homebuyer awareness of the benefits of living in energy-efficient 

iomes. 

42. ELkibiLiQ. Builders must be licensed, bonded and insured within Arizona. Builders must 

ilso be constructing new residential single family homes, townhomes, duplexes, or triplexes, and agree 

:o the Energy Star participation agreement and TEP's participation requirements. 

43. Bu+et. See TABLE 1: TEP'S PROPOSED 2014/2015 BUDGET, herein, whch lists 

:he sector, projected costs per category, and total budget for each program. 

44. Deliverv and Marketing. TEP oversees management of the Program and its marketing, and 

s responsible for recruiting, training, and mentoring builders and sub-contractors. TEP also provides 

ctata tracking, rebate processing and technical support. 

45. Cost-effectiveness. All-electric homes constructed in accordance with the New Construction 

Program's standards have a benefit-cost ratio of approximately 1.61. Dual-fuel homes constructed in 

accordance with New Construction Program's standards have a benefit-cost ratio of approximately 

2.26. 

46. St5ff Recommendations. This program is existing and cost-effective. Staff has recommended 

that it be approved to continue until further action of the Commission. 

Existinp Homes and Audit Direct Install 

47. Prowam Desmbtion. The TEP Existing Homes and Audit Direct Install Program was 

approved by the Commission in Decision No. 72028 (December 10, 2010). The Existing Homes 

Program provides customer incentives for the installation of new high efficiency air conditioner, heat 

pump and duct system sealing. Air conltioners and heat pumps must meet efficiency standards and 

be installed following prescriptive quality installation standards that include the testing of charge and 

airflow. Pre- and post-installation testing results are used to verify project energy savings. Duct 

system sealing also requires pre- and post-project testing to document the exact quantity of system 

leakage sealed. 

48. Home Audit Combonent. In order to maximize cost-effectiveness the home a u l t  

component of this program was redesigned into a workshop format. Participants learn how to use an 

available web portal that delivers an individual home energy assessment and provides customized 
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mergy efficiency recommendations including information about other EE programs and rebates 

wailable from TEP. Finally, participants receive a direct install energy kit including six CFLs, and 

earn how to identify and complete simple do-it-yourself energy saving projects and behavioral 

:hanges. 

49. Pmram Obiectives and Rationale. The Program’s objective is to ackeve energy and demand 

iavings from the installation of EE measures. The Program additionally focuses on best buildmg and 

icience principles in an effort to refocus the buildmg industry on EE practices. 

50. Changes. The original in-home audtts by HVAC contractors were discontinued in 2014 

h e  to low cost-effectiveness. TEP has redesigned the in-home aul t s  to make them more cost- 

Zffective, as described herein. 

51. No new measures are being proposed for the Existing Homes and Direct Audit Install 

?rogram. 

52. ElipibiliQ. All Residential customers in TEP’s service territory are eligible to participate. 

53. Contractors must meet the following standards in order to be deemed a “program 

3articipating contractor” and thereby eligible to offer the Program’s incentives. The standards are: 

Current Arizona Contractor’s license in good standing. 

Good standing with Better Business Bureau including no outstanding complaints. 

Completion of program administered training on the use of CheckMe!B diagnostic 

software for the analysis of pre- and post-installation HVAC air flow and charge. 

Licensed use of the CheckMe!B diagnostic software is provided to participating 

contractors at no cost through the Program; and 

Completion of program administrative processes training. 

54. Budget. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, whch lists the 

sector, projected costs per category, and total budget for each program. 

55. Deliven and Murketing. TEP provides program management, includtng marketing, 

recruitment, training, and oversight. TEP also provides data tracking, rebate processing and technical 

support. 

, . .  
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56. TEP markets the Program through website promotion, community interest groups, ra&o, 

newspapers, brochures, bill inserts, high bill inquiries, trade ally marketing efforts, contractor 

enrollment and training. 

57. Cost-e@tiveness. Most of the Existing measures passed cost-effectiveness, with benefit- 

cost ratios ranging from 1.00 to 2.66. (Please see Appendix A-1 for addtional detail.) 

58. Four Existing measures did not pass cost-effectiveness. These consist of two measures 

offering duct testing and repair with a minimum 14% reduction in leakage, and two measures offering 

replacement of burned out heat pump or air conditioning equipment, along with quality installation, 

and duct testing and repair, also resulting in a minimum 14% reduction in leakage: 

DTR-214% Reduction leakage (All electric); 

DTR-214% Reduction leakage (Dual fuel); 

HVAC-QI-DTR 214% Reduction leakage (All electric); and 

HVAC-QI-DTR 214% Reduction leakage (Dual fuel). 

(No energy savings from new equipment is counted for the latter two measures.) 

59. Staff Recommendations. Staff has recommended that this existing program be approved for 

continuation, with the exception of those measures not passing cost-effectiveness. However, based 

on information submitted by TEP, we do not agree. The existing four lower tier duct sealing 

measures (earlier referred to as (i) DTR- 214% Reduction leakage (All electric); (ii) DTR- 214% 

Reduction leakage (Dual fuel); (iii) HVAC-QI-DTR 5 1 4 %  Reduction leakage (All electric); and (iv) 

HVAC-QI-DTR 214% Reduction leakage (Dual Fuel) appear to be cost-effective in practice and 

should continue until TEP has had the opportunity to evaluate and report at least twelve months of 

data from actual installations. Therefore on or before May 31, 2015, TEP should file a report in this 

docket on the savings and cost-effectiveness of the four Existing Homes lower tier duct sealing 

measures. Based on Staffs evaluation of the report, any of the four measures found cost-effective 

should be continued until they are no longer cost-effective or until further action of the Commission, 

while any measures Staff does not find cost-effective should cease to be a program measure. 

. . .  

. .  
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shade Trees 

60. Program DesmIbtion. 

[mplementation Plan, approved j 

Docket No. E-01933A-13-0183 

The Shade Tree Program is an ongoing element of the 

Decision No. 70455 (August 6,2008). No modifications have been 

xoposed for the Shade Tree Program. The Shade Tree Program promotes energy conservation and 

mvironmental benefits by motivating customers to plant desert-adapted trees in locations where the 

lees will provide shade and reduce HVAC load. TEP customers may purchase shade trees for $8.00 

Der tree, if they agree to plant the trees on the east, west, or south sides of their homes. In addition, 

[here are Community and Schools tree planting projects, but these must meet the planting criteria 

xttlined for planting residential trees. 

61. Program Objectives and Rationale. The objective of the Program is to promote the strategic 

planting of trees to provide shade, thereby reducing the cooling load of homes and associated 

Energy usage, and to educate school-age chldren and the public on the conservation and 

environmental benefits of planting trees. 

62. Probosed Chuwes. No modfication of the Shade Tree Program was proposed. Cost- 

The effectiveness was recalculated based on information from the APS Shade Tree Program. 

Program remains cost-effective. 

63. Eligibilig. All Residential customers in TEP’s service area are eligible to participate, as 

long as they own single-family detached homes, townhomes, and mobile homes. Small businesses, 

schools, and community organizations may also participate if they follow the tree type and planting 

requirements. 

64. Budget. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, whch lists 

the sector, projected costs per category, and total budget for each program. 

65. Deliven, and Marketing. TEP partners with Trees for Tucson, a local non-profit 

TEP provides the incentives for trees organization that manages and administers the Program. 

planted using Shade Tree Program guidelines. 

66. Due to the popularity of the Shade Tree Program, EE revenues are not normally 

allocated for advertising and promotion. TEP employees currently inform customers about the Shade 

Tree Program during speaking engagements and outreach presentations. Other efforts entail website 
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promotion, newspaper advertising, planting and care brochure, presentations at schools, tree tours, 

and tree care workshops. 

67. Cost-Effectiveness. This Existing program has a benefit-cost ratio estimated at 1.34. 

68. Staff  Recommendation. Staff has recommended that the TEP Shade Tree Program be 

approved for continuance. 

Low-Income Weatherization 

69. Proxram Desm:btion. The Low-Income Weatherization (“LEU’) Program is an existing 

program designed to enhance the energy efficiency of TEP customers in households with limited 

incomes (up to 150% of federal poverty guidelines). 

70. Prozram Okrectives and Rationale. The primary goal of the LIW Program is to fund 

weatherization for low-income homes, to reduce their energy costs and improve comfort and safety 

for low-income customers. 

71. Prcbosed Changes. No modifications were originally proposed for the LIW program in the 

Plan. In communication with Staff, the Company is now requesting to change eligibility from 150% 

of Federal Poverty Level (‘‘FPL‘) to 200% of FPL. 

72. Ana&i.r. The Department of Energy’s Weatherization Assistance Program (“WAP”) 

maintains an eligibility of 200% of FPL and utility weatherization funds are often combined with 

WAP funds. Increasing TEP’s eligibihty level to 200% of FPL would decrease the cost of program 

administration and increase the impact of additional DOE monies for TEP ratepayers. Updating 

eligibility would also allow customers who more recently experienced a drop in income, such as from a 

job loss, to participate in the Program. 

73. ElipibiliQ. Program participants must be customers of TEP. Currently, TEP bases 

eligibility for the LIW Program at 150% of FPL. TEP is proposing to change eligibility for the LIW 

Program from 150% of FPL to 200% of FPL. 

74. Bud@. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, whlch lists 

the sector, projected costs per category, and total budget for each program, 

75. Deliverv and Marketing. TEP’s LIW Program is delivered by community action agencies 

approved by the Governor’s Office on Energy Policy (“GOEP”). Agencies such as Pima County 
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Iommunity Services and the Urban League provide program administration, planning, promotion and 

rerification of eligbility, as well as labor, materials, equipment and tracking. Funding is provided to 

lgencies once TEP receives documentation of completed work. 

76. u. There is low participation from some agencies due to the loss of American 

tecovery and Reinvestment Act (“ARRA”) funding which has reduced budgets and staffing. GOEP 

s advising agencies on best practices to maximize fundmg. In addition, the requested change in 

Aigibility from 150% of FPL to 200% of FPL would make it easier to use allocated funding. 

77. In 2013 TEP saw a significant increase in the amount of funding being requested per 

iome. TEP believes that the housing stock available for weatherization is shifting from evaporative 

:ooling toward air conditioning. This creates greater opportunities for energy efficiency, but also 

neans that the costs per home will continue to increase. 

78. Cost-efictiveness. The LIW Program has a benefit-cost ratio of approximately 1.22 

79. Elipibility - At Other Utilities. The APS weatherization program bases eligibility on 200% of 

FPL. UNS Gas and UNS Electric track with LIHEAP, which is currently at 150% of FPL except 

where 60 percent of a state’s median income is higher. Southwest Gas bases eligibility at 150% of 

FPL. 

80. Recommendutions. Changmg TEP’s eligibility from 150% to 200% of FPL will allow the 

Company to make more efficient use of allocated funds. Staff has recommended that TEP’s eligbility 

De changed to 200% of FPL. 

Multi-Family HousinP Efficiency Propram 

81. Provum Desm3tion. The proposed Multi-Family Housing Efficiency Program (“Multi- 

Family Program”) would promote energy efficiency in the residential multi-family sector, to properties 

with five or more units to install CFLs and low-flow showerheads. Multi-family fachty managers 

would also be encouraged to participate in the C&I Comprehensive Program for installation of energy 

t fficiency improvements to common areas. 

82. Promm Anuhsisllsszm. Barriers to energy efficiency programs in the multi-family market 

segment include: (i) split incentives, (ii) lack of capital, and (iii) lack of information about energy 

efficiency improvements. These barriers are described in more detail, below. 
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83. Sblit Incentives. “Split incentives” describes the problem that arises in promoting energy 

:fficiency in rental units. The builders who construct rental properties, and the owners who would be 

:esponsible for upgrades, do not usually pay the energy bills. Consequently, builders and owners do 

not directly benefit from the lower energy costs that arise from investing in efficiency measures, 

:educing or eliminating their incentive to participate in energy efficiency programs. At the same time, 

:he renters who would benefit from lower energy bills have no dtrect influence over origmal 

:onstruction and, with respect to renovations or retrofits, may not have the authority, the incentive or 

h e  means to invest in energy efficiency for housing they do not own. 

84. L c k  of Ccbital and Awareness. Other problems can include a lack of capital for 

improvements and a lack of awareness about energy efficiency. The Multi-Family Program would 

address both through direct installation of low cost energy efficiency improvement in existing 

complexes and through energy efficiency improvements to common areas. 

85. Cost-Efictiveness. Based on Staffs analysis, the benefit-cost ratio for the three proposed 

ihrect install measures ranges from 2.23 to 3.67. (Please see Appendix A-2 for adltional detail.) 

86. Stcff Recommendution. With respect to the proposed new Multi-Family Program, Staff does 

not recommend approval at this time because of the Commission’s desire to preserve the status quo 

while it evaluates the effectiveness of existing programs and measures. However, we believe TEP 

customers should have access to EE programs found cost effective by Staff for TEP and that the 

Commission has previously approved for other utility customers. We recommend approval of ths  

program, whch Staff found cost effective for TEP and that the Commission has previously approved 

€or other utility customers. 

NON-RESIDENTIAL PROGRAMS 

87. El’ Request Rexarding Commercial Customer El&ibili&. TEP has requested that the 

Commission approve the offering of all commercial measures to all customers participating in any 

commercial program. Because program costs may vary sipficantly from program to program, and 

because the usage patterns for various types of Non-residential customers also varies, a measure that is 

cost-effective in one program may not be cost-effective in another. Staff has recommended that the 

. . .  
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Commission not approve offering all commercial measures to all customers participating in any 

commercial program. 

C&I Commehensive 

88. Prop-am DesmIbtion. The Program offers incentives to Non-residential customers for 

installing cost-effective retrofit and replace-on-burnout (“ROB’? measures in existing facilities. The 

C&I Comprehensive Program provides incentives to TEP’s large Non-residential customers to install 

measures such as energy-efficient lighting equipment and controls, HVAC equipment, motors and 

motor drives, compressed air and leak-repair measures, and refrigeration. Orignally approved in 

Decision No. 70403 (July 3, ZOOS), the Program was then named the Non-residential Existing 

Facilities Program. 

89. Program Objectives and Rationale. The Program addresses high first costs and limited 

investment capital for retrofits and ROBS, limited awareness of the potential energy savings and 

requirements for short-term payback. 

90. Prqbosed Chanees. New measures were proposed for this program. 

91. Elkibilio. The Program is available to all existing commercial customers within TEP’s 

service territory. Although targeted to large commercial and industrial customers, small business 

customers and school facilities are allowed to participate in the C&I Comprehensive Program as long 

as funds are available. 

92. B~dxet. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, which lists 

the sector, projected costs per category, and total budget for each program. Participation in this 

program has been greater than anticipated. The Company is requesting a budget that will allow it to 

accommodate participation at the current level through 2015. The requested budget is lower than the 

budget currently approved by the Commission. 

93. Delive? and Marketing. The Program promotes participation either directly by large 

commercial customers, or through installing contractors. Marketing includes educational seminars 

tailored to the business market, website promotion, presentations at professional and community 

forums and direct outreach to customers. 

. . .  
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94. Cost-effectiveness. Most of the Existing measures are cost-effective, with the exception of 

3igh Efficiency Ice Makers, Standard T8 Lghting, and Variable Speed Screw Compressors. The 18 

SEER Packaged and Split AC measures approaches cost-effectiveness at 0.96 and Staff has 

yecommended that it be approved for continuance because the measure is likely to be cost-effective in 

xactice. The remaining Existing measures are cost-effective in a range 1.00 to 6.72. 

95. A majority of the proposed measures also pass, in a range from 1.00 to 10.85, although 

:he Cooling Tower Subcooling, EMS-Lghting Schedule, LED Channel Signs and Refrigerated Display 

Zaskets measures failed. High Performance Glazing is a proposed measure that approaches cost- 

:ffectiveness at 0.97. (Please see Appendix A-1 for additional detail.) 

96. Staff  Recommendations. Staff has recommended that cost-effective existing measures listed 

n Appendix A-1 remain in place, and that any non-cost-effective existing measures be terminated. 

Staff has also recommended that the 18 SEER Packaged and Split AC measure also remain in place, 

secause its benefit-cost ratio is close to 1 .O and the measure is likely to be cost-effective in practice. 

97. With respect to the proposed new measures, Staff does not recommend approval at t h s  

time because of the Commission's desire to preserve the status quo while it evaluates the effectiveness 

D f  existing programs and measures. However, we believe TEP customers should have access to EE 

measures found cost effective by Staff for TEP and that the Commission has previously approved for 

Dther utility customers. We recommend approval of the EE measures found cost effective by Staff for 

TEP and that the Commission has previously approved for other utility customers. 

Commercial New Construction 

98. Proprdm Desc&tion. The Commercial New Construction Program is an existing program 

approved in Decision No. 70459 (August 6, 2008). No mobfications are planned for this program. 

The Program is performance based and targets owners/developers of new commercial fachties, 

provibng incentives for commercial facdities incorporating energy-efficient construction and designs. 

Incentives go to both the owner and developer, and to design teams. In addition, the Program 

provides technical support and consumer education regarding energy efficiency options for new 

commercial construction. 

. . .  
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99. Program Obiectives and Rationale. The primary goal is to encourage more energy- efficient 

building designs in TEP’s service area. It encourages commercial buildmg owners and developers and 

the design community to consider incorporating energy efficiency as early as possible in the design 

process. 

100. E&jbiLi&. Participation is limited to owners, developers, and designers involved in 

constructing new commercial buildings in TEP’s service territory. 

101. Bgdzet. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, which lists 

the sector, projected costs per category, and total budget for each program. Demand for this program 

has increased, and the Company anticipates that it will remain steady throughout 2014. TEP is 

requesting a budget comparable to its currently-approved budget. 

102. Delive? and Marketing. The IC collects data, compares the buildmg design to ASHRAE 

90.1 Standard 2004 version and verifies energy savings and costs. There are no sipficant changes 

planned for delivery or marketing for this program. 

103. Cost-effectiveness. The existing measures are cost-effective, with benefit-cost ratios in a 

range from 1.00 to 5.31, with the exception of EER Rated Packaged AC (11.5-20 tons, 11.24 EER). 

The Design Assistance Incentives measure, however, has no energy savings allocated to it and Staff 

does not, for t h s  reason, consider it cost-effective. 

104. Stajff Recommendations. Staff has recommended that the Commercial New Construction 

Program remain in place, but that the EER-Rated Packaged AC (11.520 tons, 11.24 EER) measure 

and the Design Assistance Incentives measure be terminated. 

Bid for Efficiencv 

105. Projram Desmbtion. The Bid for Efficiency (“BFE”) Pilot is a proposed program. There 

are no individual measures in the BFE Program. Customers or project sponsors can design their own 

EE projects and then bid competitively for incentives within program guidelines. BFE participants 

and project sponsors include commercial customers, Energy Service Companies (“ESCOs”) or other 

aggregators who organize proposals that involve multiple sites. Results will be verified through 

Measurement, Evaluation, and Research activity. 

. . .  
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106. Proxram Objectives and Rationale. The Program fosters customer-driven project activity 

:e.g., customers select appropriate measures and professionals to implement measures), and 

zncourages the implementation of comprehensive, multi-measure projects. BFE encourages 

iustomers and project sponsors to think creatively and to develop projects designed to optimize 

system energy use as a whole, rather than considering the energy usage of each indwidual piece. 

107. 

108. 

Prcbosed Chanxes. The Bid for Efficiency Program is proposed. 

Elipibilig. The Bid for Efficiency Program would be available to Non-residential 

customers in TEP’s service territory. 

109. Badxet. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, which lists 

the sector, projected costs per category, and total budget for each program. 

110. Deliverv and Marketing. The Program is delivered through an IC. TEP markets the 

Program dlrectly to key customers and aggregators. Particular emphasis is paid to key market sectors 

such as grocery and convenience stores. TEP, and/or its IC, conducts informational meetings with 

potential participants and project sponsors to explain the Program rules and encourage participation. 

111. The IC (i) collects necessary data from applications and verifies that all necessary 

information is provided by the customer (ii) compares individual bids and verifies analysis of energy 

savings and estimated cost from each bid; (iii) selects jobs based on the lowest cost per k w h  reduction 

and notifies applicants of the award; and (iv) conducts post-installation inspection and verification of 

installation. 

112. Cost-effectiveness. Based on Staffs analysis, the benefit-cost ratio for the proposed new 

Bid for Efficiency Program is 1.52. 

113. Staf Recommendations. With respect to the proposed new Bid for Efficiency Program, 

Staff does not recommend approval at this time because of the Commission’s desire to preserve the 

status quo while it evaluates the effectiveness of existing programs and measures. However, we 

believe TEP customers should have access to EE programs found cost effective by Staff for TEP and 

that the Commission has previously approved for other utility customers. We recommend approval of 

this program, which Staff found cost effective for TEP and that the Commission has previously 

approved for other utility customers. 

Decision No. 74885 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

’age 27 Docket No. E-01933A-13-0183 

Retro-Commissioning 

114. Propram Desmbtion. The Retro-Commissioning (“RCx,’) Program is a proposed new 

xogram. The Program would use a systematic approach to identify building equipment and processes 

:hat are not achieving optimal efficiency in existing facilities. Eligble program applicants receive free 

;creening energy audits. Participants also receive training to ensure proper operating and maintenance 

xactices over time. 

1 15. Promam Obiectives and Rationale. The RCx Program seeks to generate sipficant energy 

savings by returning existing equipment to an efficient operating condition. The Program delivers 

zustomer benefits by lowering energy bills and improving building performance and occupant comfort 

while reducing maintenance calls. The Program develops an RCx contractor pool, and enables TEP to 

build relationships with C&I customers, thus leading to other areas of participation in TEP’s portfolio 

of EE programs. RCx programs in other utility service territories have delivered average energy 

savings in the range of 5-15% per facility, and measures implemented as a result of the Program’s 

activity typically pay for themselves in less than two years. 

11 6. 

117. 

Probosed Chanpes. Retro Commissioning is a proposed program. 

El&ibiLi&. Commercial customers in TEP’s service territory would be eligble for t h s  

program. 

118. Bzfdget. See TABLE 1: T J F S  PROPOSED 2014/2015 BUDGET, herein, which lists 

the sector, projected costs per category, and total budget for each program. 

119. Deliverv and Marketing.. The RCx Program is marketed using traditional forms of media 

(e.g., print, web, newsletters, etc.), as well as targeted direct mail and outreach to engineering and trade 

associations. TEP and the IC also reach out directly to contractors who currently are, or could be, 

practicing in this area. The TEP website has been updated to include information and links for 

participation. TEP account managers have been utilized to reach out to larger customers to encourage 

participation. 

120. Cost-effectiveness. Based on Staffs analysis, the benefit-cost ratio for the proposed new 

Retro-Commissioning Program is 2.46. 

. . .  

Decision No. 7-05 



Page 28 Docket No. E-01 933A-13-0183 

121. Staff Recommendations. With respect to the proposed new Retro-Commissioning 

Program, Staff does not recommend approval at this time because of the Commission’s desire to 

?reserve the status quo while it evaluates the effectiveness of existing programs and measures. 

However, we believe TEP customers should have access to EE programs found cost effective by Staff 

For TEP and that the Commission has previously approved for other utility customers. We 

recommend approval of ths  program, which Staff found cost effective for TEP and that the 

Commission has previously approved for other utility customers. 

Small Business Direct Install & School Facilities 

122. Program Desmbtion. The Small Business Direct Install (“SBDY) Program is an existing 

TEP Nonresidential program approved in Decision No. 70457 (August 6, 2008). The Program 

provides incentives drectly to contractors for the installation of hgh  efficiency measures at existing 

small business facilities. These measures include lighting, motors, HVAC and refrigeration measures 

For smaller Non-residential customers. 

123. Proposed Schools Facilities Copbonent. Originally, the Company filed to create a separate 

School Facilities Program, similar the existing SBDI Program, but with a separate budget. The 

Company is now proposing to make School Facilities a component of SBDI. The modified Program 

would include a component providing incentives to contractors for providing turnkey energy 

Efficiency installations at existing school facilities. The modified Program would utilize the same 

delivery method and pay incentives for the same measures offered by the existing SBDI Program. The 

UNS Electric Schools Program was combined with the UNSE C&I Program in Decision No. 74262. 

(January 6,2014.) The molfied Program would uuhze the same delivery method and pay incentives 

for the same measures offered by the existing SBDI Program. 

124. Proxram Obiectives and Rationale. The primary purpose of the existing component 

of the Program is to promote the installation of energy efficiency measures by small commercial 

customers at existing facilities. The primary purpose of the proposed new Schools Facilities 

component is to promote the installation of energy efficiency measures by schools at their existing 

facilities. 

. . .  
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125. Probosed Chanees. TEP initially proposed the new School Facilities Program as a 

;eparate program, but is now proposing to combine it with the existing SBDI Program. The Schools 

'acilities component would be similar to the current SBDI Program, but would target schools rather 

:han small commercial customers. 

126. u s .  TEP has experienced slower-than-anticipated ramp-up since Decision No. 

73910. The funding level requested by the Company will allow it to expand its efforts to increase 

2articipation by small businesses in its service territory. T h ~ s  funding level is less than the current 

ipproved budget for the Program. The Company states that the Program will remain cost-effective, 

ncreasing in cost-effectiveness as participation improves. 

127. Elkibilig. The existing Program is open to commercial customers withm TEP's 

service territory who are takmg service under a small commercial rate tariff. The modhed program 

would be open to all existing K-12 school facilities, including charter schools, within TEP's service 

territory. 

128. Bzldget. See TABLE 1: TEP'S PROPOSED 2014/2015 BUDGET, herein, which lists 

the sector, projected costs per category, and total budget for each program. 

129. Deliven, and Marketing TEP's IC is the primary contact for small business customers. 

n e  IC handles the application and incentive processing, monitors the installation contractors, tracks 

and reports participation and is responsible for quality control and management of the delivery 

process. 

130. Cost-effectiveness. Most of the Existing SBDI measures are cost-effective, with benefit- 

cost ratios ranging from 1.01 to 3.38. The following existing measures are not cost-effective: Screw- 

in cold cathode CFLs; and Standard T8 Lighting. 

131. Most of the proposed measures are cost-effective in a range from 1.02 to 4.12. The 

proposed 16 SEER Packaged and Split AC measure approaches cost-effectiveness at 0.96 and is likely 

to be cost-effective in practice. Advanced Power Strips-Occupancy Sensors are not cost-effective, 

nor is Standard T8 lighting. 

132. Staff  Recommendations. Staff has recommended that cost-effective existing measures be 

approved for continuance. The two non-cost-effective existing measures, as listed above, should be 
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erminated. With respect to the proposed new measures, the two non-cost-effective measures should 

lot be approved and Staff does not recommend approval of the cost-effective measures because of 

he Commission’s desire to preserve the status quo whle it evaluates the effectiveness of existing 

xograms and measures. However, we believe TEP customers should have access to EE measures 

bund cost effective by Staff for TEP and that the Commission has previously approved for other 

itility customers. We recommend approval of the EE measures found cost effective by Staff for TEP 

md that the Commission has previously approved for other utility customers. 

133. Staff has recommended that schools be eligible to participate in the existing SBDI 

’rogram to the extent that the measures installed would be cost-effective. (see Appendix 1 -A) 

ZHP Propram-Pilot 

134. Proprum Descrjbtion. The CHP Program is a proposed pilot. Combined Heat and Power 

“CHP”) also defined as “cogeneration”, means a system that generates electricity and useful thermal 

mergy in a single integrated system. TEP proposes this program for use by C&I customers as allowed 

n the Electric Energy Efficiency Rules, A.A.C. R14-2-24040. TEP originally planned a CHP 

’rogram in which it would work with Southwest Gas, but does not wish to be limited to working with 

L single gas utility. 

135. TEP is planning two projects, described below. The Company is not paying 

ncentives, but is seeking to recover approximately $2,600 in Delivery costs. TEP is also seektng to 

:ount the energy savings from these projects toward the EE Standard: 

Pima County Jail: The project consists of a 100 kW generator (operates 24 
hours/day) whch utilizes the waste energy to heat the existing domestic hot water 
supply. Estimated annual k w h  savings (generator output) = 750,000 kwh  per 
year. 

University of Arizona Health Sciences Center (UAHSC): The project consists of a 
5.5 M W  generator (operates 24 hours/day) whch utilizes the waste energy to 
provide steam for the UAHSC’s existing steam processes. Estimated annual k w h  
savings (‘generator output) = 41 Mdlion k w h  per year. 

136. Promm Objectives and Rdtionale. The Company states that CHP is an affordable, clean, 

tnd reliable source of generation for meeting Arizona’s energy needs and should be considered a key 

. .  
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omponent to economic strategies. The market potential for CHP could contribute sipficantly to 

‘nergy conservation in Arizona. 

137. Propram Elipibili& Customers must receive electric service from TEP to be eligible for 

)artkipation. The CHP customer must comply with the Net Metering Rules and TEP’s Rider R-4 

:fficiency minimums (42.5% efficiency or greater) to qualify. 

138. Prodacts and Services. TEP assists customers interested in CHP with engineering and 

nterconnection services. Qualifying CHP customers save on utility bds by not having to utilize a 

?artial Requirement Service rate. 

139. Deliven Stratem and Administration. TEP provides program delivery, administration and 

issists with interconnection design expertise. 

140. Badpet. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, which lists 

:he sector, projected costs per category, and total budget for each program. 

141. Deliven and Marketing. Information regarding &der R-4 is available to customers 

:hrough TEP’s website www.tep.com. Local gas providers also notify customers of the advantages of 

ZHP and suggest they contact TEP for assistance. Because each CHP project has unique 

zharacteristics, customers must contact TEP and request engineering and interconnection assistance. 

142. Cost-efictiveness. Each project is different, and each project must be evaluated 

individually, but Staff estimates cost-effectiveness at 6.66. 

143. Recommendations. With respect to the proposed new Combined Heat and Power 

Program, Staff does not recommend approval at this time because of the Commission’s desire to 

preserve the status quo while it evaluates the effectiveness of existing programs and measures. Staff 

has recommended, however, that TEP be allowed to count toward the Energy Efficiency Standard 

any savings arising from CHP projects in its service territory that conform to the requirements of the 

Energy Efficiency Rules. However, we approve this program because of its high cost effectiveness, 

and because it would help to address the barriers to CHP deployment that were identified by experts 

in the Emergmg Technology workshops, including the need for engineering and interconnection 

assistance. We also believe that TEP should prioritize funding for thls program within the allotted 

budget because of its high cost effectiveness of 6.66, as determined by Staff. 
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3EHAVIORAL SECTOR 

3ehavioral ComDrehensive 

144. Prozram Desc+tion. Behavioral Comprehensive is a proposed new program. It would 

)ffer new educational/ behavioral subprograms including (i) Direct Canvassing, (ii) CFL Promotion 

md Outreach; and (iii) In-Home Energy Displays. In addition, the existing I<-12 Education and 

Iommunity Education subprograms would be moved into the Behavioral Comprehensive from the 

Ionsumer Education and Outreach Program. 

145. Below is a table listing and describing the various components of the Behavioral 

Iomprehensive Program. 

I Subprogram 1 Status I Description 
Direct Canvassing Proposed Door to door awareness and direct install 

IC- 12 Education Existing Classroom education including take home 

Community Education Existing “Train the trainer” approach and dlrect 

CFL Promotion and Proposed CFL bulb promotion and education at 

campaign 

dlrect install I t s  

install h t s  

Outreach outreach events 
In-Home Energy Displays Proposed In Home Energy Displays intended to 

inform customers of 15 minute interval 
data to cause behavioral changes. 

146. Prop-am Objectives and Rationale. The main objective of the Program is to promote (i) 

iabitual behaviors, such as adjusting thermostats, and turning off unnecessary lights; (3) small 

mrchases, such as CFLs, and encourage HVAC maintenance; and (iii) larger purchases of energy- 

:fficient appliances. 

147. Prcbosed Chanxes. Two preexisting measures, I<-1 2 Education and Community 

Education, will be shfted to Behavioral Comprehensive from the existing Consumer Education. TEP 

ilso proposes to add three new measures. 

148. 

149. 

E/&ibili@ Residential customers in TEP’s service territory are eligible to participate. 

Bgdget. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, which lists 

:he sector, projected costs per category, and total budget for each program. 

. .  
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150. Delive? and Marketing. Delivery of the Program is by TEP staff, except for the K-12 

measure, which is delivered by the Environmental Education Exchange. 

151. Cost-ejfictiveness. "he existing K-12 and Community Education subprograms are cost- 

:ffective, with ratios of 2.57 and 2.16. "he proposed CFL Outreach and Direct Canvasing 

Subprograms are cost-effective, with ratios of 1.85 and 1.88. In-Home Energy Displays are not cost- 

zffective at 0.60 and have been discontinued. 

152. St5ff Recommendations. Staff has recommended that the existing subprograms, K-12 and 

With respect to the Community Educations, remain in place until further Commission action. 

proposed new Behavioral Comprehensive Program, Staff does not recommend approval of the pro- 

posed new subprograms at this time because of the Commission's desire to preserve the status quo 

while it evaluates the effectiveness of existing programs and measures. However, we believe TEP 

customers should have access to EE programs found cost effective by Staff for TEP and that the 

Commission has previously approved for other utility customers. We recommend approval of this 

program, which Staff found cost effective for TEP and that the Commission has previously approved 

for other utility customers. 

Home Enerm ReDorts 

153. Program Desmbtion. This Program is inactive. Home Energy Reports provided energy 

reports to customers regardmg their energy consumption patterns in comparison to other customers. 

I'he intent of the Program was to inspire customers to decrease their energy usage based on this 

information. Although cost-effective for TEP, it was not cost-effective for UNS Electric, and the 

Program was not approved for UNS Gas customers. Because the Program cannot utilize economies 

of scale, as well as customer complaints, TEP decided not to renew the contract with the vendor of 

this program for 2014. 

154. The Company negotiated with the vender to maintain the web-based home energy 

report and savings plan tools. TEP will be issuing an RFP in an effort to find a delivery model for 

home energy reports that provides greater cost-effectiveness and better consumer satisfaction. 

. . .  

, . .  
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155. Proerum Obiectives and Rationale. The objective of the Program was to generate savings 

or  the TEP portfolio, to promote the Company’s other EE programs, and lower energy bills for 

:onsumers. 

156. Probosed Chunees. The Company is seeking a new delivery model in order to make 

3ome Energy Reports more cost-effective and consumer-friendly. 

157. Elipibili@ Residential customers in TEP’s service territory will be eligble to 

Jarticipate. 

158. Budget. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, whch lists 

:he sector, projected costs per category, and total budget for each program. 

159. Delivent I and Marketing. A new delivery and marketing model has yet to be established 

For ths  program. 

160. Cost-effectiveness. Cost-effectiveness should be re-evaluated based on the new delivery 

nodel. The evaluation should include all costs associated with the Program and only those savings 

which can be reasonably attributed to the Home Energy Reports. 

161. Stuff Recommendations. Staff has recommended that the Program remain inactive unul 

further order of the Commission. 

SUPPORT SECTOR 

Consumer Education and Outreach 

162. Propram Desc&tion. ‘The Consumer Education and Outreach (“CEO”) Program is an 

existing program, approved by the Commission in Decision No. 70402 (July 3, 2008). The CEO 

Program is intended to both increase participation in TEP’s DSM/EE portfolio of programs and to 

effect a broader market transformation. 

163. The CEO Program has an advertising component covering seasonal advertisements 

includmg energy saving tips, the on-line energy audit, and the marketing of other EE programs. The 

CEO Program also provides Time-of-Use education for Residential and Small Commercial customers, 

to teach them about the benefit of TOU rates and enable them to maximize savings through load 

shifting. 
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164. Program Objectives and Rationale. The Program consists of educational and marketing 

naterial to inform customers on how to achieve energy savings and about the benefits of 

:onservation. 

165. Probosed Changes. The K-12 and Community Education subprograms are being moved 

nto the Behavioral Comprehensive Program. 

166. El@biLi&. The CEO Program targets Residential and Small Commercial customers in 

CEP’s service territory. 

167. Badget. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, which lists 

:he sector, projected costs per category, and total budget for each program. 

168. Deliverv and Marketing. The CEO Program utilizes radio, print, bill stuffers and social 

nedia, and these are overseen by utility staff, which also oversees the development of customer 

pestionnaires and surveys. 

169. Cost-effectiveness. The Company notes that this educational and marketing program does 

iot produce &rect energy savings and is part of the cost-effectiveness of the portfolio as a whole. In 

:ontrast, A.A. C. R14-2-24100 states that “Educational programs shall be analyzed for cost- 

:ffectiveness based on estimated energy and peak demand savings resulting from increased awareness 

ibout energy use and opportunities for saving energy.” 

170. Staff  Recommendations. Staff has recommended that the Consumer Education and 

Iutreach Program be retained, but that it be analyzed in accordance with A.A.C. R14-2-24100 and 

hat this information be provided in the progress reports filed in compliance with the Energy 

2fficiency Standards. 

3nerPv Codes and Standards and Waivers of A.A.C. R14-2-2404CE) 

171. Propram Desm3tion. This is a proposed TEP program. Specific program activities will 

kpend on the needs of the local code officials. Possible activities include the following: 

Education of local code officials and buillng professionals on existing standards; 

Providmg documentation of the specific local benefits of code enforcement, whch 
can promote energy code changes over time; 
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Ensuring utility incentive programs align with local energy codes and appliance 
standards; 

Collaboration with relevant stakeholders to build a more robust community, with 
the goal of advancing strong, effective building energy codes and appliance 
standards across the local jurisdictions within TEP’s service territory; 

Advocating for energy code and appliance standards updates over time; and 

Participation in the legislative process to gain approval for new code adoption. 

172. Proxram Obiectives and Rdtionale. The Program will employ a variety of tactics aimed at: i) 

mproving levels of compliance with existing building energy codes and appliance standards; and ii) 

upporting periodic updates to energy codes and appliance standards as warranted by market 

:on&tions. 

173. Under R14-2-2404P) of the EE Rule, utilities are allowed to claim an energy savings 

:redit for building codes. R14-2-24040 states as follows: 

“An affected utility may count toward meeting the standard up to one thn-d of the 
energy savings, resulting from energy efficiency building codes, that are quantified and 
reported through a measurement and evaluation study undertaken by the affected 
Utility.” 

174. 

?rogram: 

175. 

Vaiven. TEP is requesting two waivers of A.A.C. R14-2-24040 in relation to the 

0 A waiver from A.A.C. R14-2-2404F) to allow TEP to count energy savings 

resulting from EE appliance standards, as was approved for UNS Electric 

(Decision No. 72747, January 20, 2012) and APS (Decision No. 73089, April 5, 

2012). 

A waiver from A.A.C. R14-2-2404@) to allow TEP to count toward meeting the 

EE Standard 100% of the energy savings resulting from updates in EE building 

codes and EE appliance standards. 

Budget. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, which lists 

he sector, projected costs per category, and total budget for each program. 

. .  
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176. Cost-effectiveness. Staff believes that additional review is necessary so that a reasonable 

'enefit-cost ratio can be established for Code activities. 

177. StaffRecommendations. In order to maintain the status quo with respect to EE measures 

nd programs, Staff has recommended that the Codes Program not be approved. However, we 

believe TEP customers should have access to EE programs found cost effective by Staff for TEP and 

hat the Commission has previously approved for other utility customers. We recommend approval of 

his program, which Staff found cost effective for TEP and that the Commission has previously 

ipproved for other utd~ty customers. 

178. Should the Company opt to engage in Code activities outside a program, but in 

iccordance with R14-2-2404(E), Staff has recommended the following. 

0 That TEP not receive a waiver to use 100% of building code savings. Use of 100% 

of buildmg code savings is not reasonable. APS requested a similar waiver and was 

not granted one. (Decision No. 74406). 

That TEP be granted a waiver from R14-2-24040 for up to one third of energy 

savings from energy efficiency appliance standards, if the energy savings are 

quantified and reported through a measurement and evaluation study undertaken 

by the Company. 

That, as with UNSE and APS, savings from changes to building and appliance 

codes may not be used in the energy savings calculations used to determine the 

amount of the Company's Performance Incentive. 

0 

UTILITY IMPROVEMENT SECTOR 

Propram - DeveloDment. Analvsis and ReDortinz 

Conservation Voltape Redaction and Generation Imbrovement and Facilities Ubprade. 

179. The Conservation Voltage Reduction and Generation Improvement and Facilities 

Upgrade programs are TEP's proposed Utility Improvement programs. The Conservation Voltage 

Reduction Program would produce demand and energy savings through the physical adjustment of 

transformer settings governing voltage at the substation level. The Facilities Upgrade Program would 

. . .  
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nclude installation of high efficiency motors and variable speed drives, along with projects to reduce a 

3ower plant’s auxiliary power or increase capacity. 

180. In its Plan, the Company asked that all the costs associated with the Conservation 

Voltage Reduction Program be recovered through the DSM surcharge. With respect to the 

Generation Improvement and Facilities Upgrade Program, TEP also requested a waiver of A.A.C. 

R14-2-2404w) to allow TEP to count energy savings from improvements in its utility delivery system 

toward the Standard. TEP is requesting to recover only the administrative costs associated with 

preparing, reporting and validating savings. 

181. Commission Decision Rexardinx A P S  Generation and Deliverv System Imbrovements and Facilities 

Qbyades. Decision No. 74406 allowed APS to count energy savings resulting from generation and 

delivery system improvements and facilities upgrades toward the EE Standard. APS did not request 

that the costs be recovered through the APS DSM surcharge, only that the savings count toward 

meeting the Standard. In addition, savings from generation and delivery system improvements are not 

permitted to increase the Lost Fixed Cost Recovery (“LFCR”), qualify for performance incentive, or 

otherwise increase the performance incentive amount. 

S t a f  Recommendations 

182. Staff has recommended that the Conservation Voltage Reduction and Generation 

Improvement and Facilities Upgrade programs be approved, but that TEP not be allowed to recover 

the associated costs through the DSM surcharge, thereby having no impact on the status quo with 

respect to new program costs. Staff believes that these proposed in-house programs to improve the 

Company’s physical plant may benefit ratepayers, but that the costs related to them should be 

evaluated for recovery in a rate case. Staff also has recommended that the requested waiver be 

approved, but that any savings not be used to increase the LFCR, qualtfy for performance incentive, 

or otherwise increase the performance incentive amount. 

DEMAND RESPONSE SECTOR 

C&I Direct Load ResDonse 

183. Prolram Desmibtion. The C&I Direct Load Control program is an existing program 

approved by the Commission in Decision No. 71787 (July 12, 2010). C&I Direct Load Control is a 
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)ad curtailment program. 

egotiated levels. 

184. 

Customers are compensated with incentives for their participation at 

Program Objectives and Rationale. Modifications to controls for chillers, rooftop AC units, 

ghting, fans, and other end-uses can reduce demand at peak times or during emergencies. In 

ddition, the Program can provide other benefits, including i) avoided firm capacity that would 

#thenvise be required to meet reserve requirements; ii) reduced or avoided open-market power 

lurchases during period of high energy prices; and iii) greater grid stability and reduction in outages. 

185. 

186. 

Probosed Changes. No modifications are proposed for ths  program. 

Elkibilig. This program is open to Non-residential customers in TEP’s service 

erritory with demand of at least 100 kW. 

187. Bzldxet. See TABLE 1: TEP’S PROPOSED 2014/2015 BUDGET, herein, whlch lists 

he sector, projected costs per category, and total budget for each program. 

188. Deliverv and Marketing. The Program is delivered on a turn-key basis by a third-party IC 

vho negotiates load reduction agreements with multiple customers and aggregates these customers to 

xovide TEP with a guaranteed load reduction capacity. Because the demand response aggregator is 

ibligated to provide the required megawatts of load curtailment, the process is similar to a power 

lurchase agreement. 

189. 

190. 

Cost-effectiveness. The benefit-cost ratio for thls program is estimated by Staff at 3.40. 

Staf f  Recommendations. The C&I Direct Load Control Program is cost-effective, and 

jtaff has recommended that the Commission approve it for continuance. 

Related FilinP Which Mav ImDact the DSM Surcharpe 

191. Freeborf-McMoRdn Reazlest for Exembtion. On March 17, 2014, Freeport-McMoRan 

Zopper & Gold, Inc. (“Freeport”) filed an application requesting an exemption from Energy 

Efficiency programs and related surcharge. Freeport states that its exceptionally large consumption of 

Aectric power makes it “more efficient for the Company Freeport] to pursue energy efficiency on its 

3wn behalf rather than as a participant or funder of utility energy efficiency programs.”2 

2 

:o oil and gas assets in the U S .  and the Gulf of Mexico, and has reported approximately $63.47 billion in total assets for 2013. 
Freeport has mining operations in Indonesia, North America, South America and the Democratic Republic of Congo, in addition 
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192. In its application, Freeport states that it has “historically budgeted some $10 mihon 

innually on energy-related technology.” In cominunication with Staff, Freeport explained that it 

“has patents and patent applications around technology that consumes less energy per 
pound of copper produced than the process it replaces. . . . The historic $10 mihon 
annual budget is spent seeking ways to more efficiently produce copper in the conduct 
of our mining processes.” 

193. Backxrozlnd. The basis for Non-residential DSM payments was altered in the most 

:ecent TEP Rate case. Non-residential customers in TEP’s service territory now pay into the DSM 

Surcharge based on a percentage of the bill, rather than on a per-kWh basis. Decision No. 73912, 

lune 27,2013, stated that: 

“The DSMS rate until further Order of the Commission is $0.002232 per kwh for residential 
customer and 2.5479 percent of the total bill (before RES, LFCR, assessments and taxes) for 
non-residential customers.” 

194. hqbact on Residential Czistomers. Exempting Freeport reduces the amount of revenue 

Freeport contributes through the DSM Surcharge, but would also reduce the level of savings required 

For TEP to meet the EE Standard, thereby reducing the cost of meeting the EE Standard. In the case 

3f a utility that is on a trajectory that would allow it to meet the EE Standard, the exemption of 

Freeport could, potentially, result in lower EE costs for other ratepayers. However, TEP states that, 

Ziven the current level of DSM revenues, it does not expect to meet the 2014 Standard with or 

without Freeport. The Company is, instead, trying to maximize savings per dollar spent based on its 

ipproved budget. In this scenario, any exemption means that ratepayers remaining in the pool of 

those paying into the DSM Surcharge will make up the difference. In the case of Freeport, Staff 

xtimates, and TEP confirms, that the impact on Residential customers will be approximately 14 cents 

3 month or $1.68 per year. 

195. Recent Prqects and Incentives Received. In 201 3 Freeport received incentives equaling more 

:han $2.5 million from TEP for two projects at its mine in Sierrita, in TEP’s service territory. The two 

xojects are projected to save approximately 2.5 mihon kwh annually. 

196. Although Freeport received significantly more in incentives in 2013 than it paid in 

through the surcharge, TEP has informed Staff that, over time, Freeport has paid in more through the 

surcharge than it has received in incentives. 

Decision No. 74885 



4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

’age 41 Docket No. E-01933A-13-0183 

197. Ana&J. Energy efficiency benefits ratepayers of all classes by postponing or avoiding 

iew generation, and Residential and Non-residential customers are subject to the surcharge which 

:ecovers TEP’s costs associated with achieving this benefit. However, Paragraph 7.6 of the Settlement 

qgreement states that: 

“Any customer who can demonstrate an active DSM program and whose single site usage 
is 25 MW or greater may file a petition with the Commission for an exemption from the 
DSM adjustor and, if approved, will be removed from the Energy Efficiency Standard 
denominator.” 

198. Freeport has demonstrated that it currently has an active DSM program at a 25 MW or 

yeater site. Therefore, it is in keeping with Decision No. 73912 to exempt Freeport-McMoRan 

rEP’s energy efficiency programs and surcharge. Staff also notes that Freeport is significantly 

motivated to work toward more efficient uses of energy in order to control or reduce its costs. 

199. Recommendations. Staff has recommended that Freeport be exempted from the DSM 

surcharge until further order of the Commission, but not on a company-wide basis. As per the TEP 

Settlement Agreement, the single location account above 25 M W  located in TEP’s service territory 

(the Sierrita nzlne) should alone be exempted. Other Freeport locations in the TEP service territory 

should continue to pay into the DSM surcharge. 

200. Staff has recommended, if the Freeport Sierrita location is exempted, that it no longer 

receive any incentives from the TEP EE portfolio of programs. 

201. Staff has recommended that the Commission require Freeport to pay into the TEP 

DSM bank an amount equal to what it would have paid during the period of its exemption, along with 

reasonable interest, should Freeport opt to return to non-exempt status regarding the TEP DSM 

programs and surcharge. 

202. Staff has also recommended that Freeport’s exemption be limited in that itmust 

continue to report energy efficiency activities and savings on an annual basis, as verified by an 

independent third party, to TEP. We will not, however, require the information submitted by 

Freeport to be verified by an independent third party 

203. Staff has also recommended that Freeport’s energy savings be reported by TEP in its 

Progress Report filed in March of each year. 
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204. Staff has also recommended that when TEP files its next EE Implementation Plan or 

)y October 1, 2015, whichever is sooner, TEP report what its budget and DSM surcharge would be 

lad Freeport not been exempted. 

Performance Incentive 

205. Perfomance Incentive. Decision No. 73912 states that the performance incentive should 

>e calculated at 8 percent of the net benefits capped at $0.0125 per kwh saved, similar to the 

xrformance incentive approved for APS in Docket No. E-01 345A-12-0224. 

206. Decision No. 73912, from the most recent rate case, ordered that: 

“ m h e  performance incentive, tied to the cost effective energy savings, shall 
be reviewed, established and approved as appropriate as part of the 
Commission’s Energy Efficiency Implementation Plan and DSM Surcharge 
reset proceedings for Tucson Electric Power Company.” 

207. On March 2,2014, TEP calculated a Performance Incentive of $1,959,391 for 2013 as 

part of its annual DSM progress report. On April 10, 2014, TEP filed an updated calculation, based 

3n lower kwh savings, resulting in the Performance Incentive being revised downward to $1,879,095. 

Review of ths  filing inhcates that the Performance Incentive was calculated in accordance with 

Decision No. 73912. 

208. TEP is currently projecting a Performance Incentive of approximately $1 milhon for 

2014. This number may be revised based on actual net benefits and kWh savings for 2014. 

DSM Surcharpe Reset 

209. Backmund and Current DSM Sztrcbarpe. The purpose of the DSM Surcharge is to 

recover the costs associated with the Company’s energy efficiency programs, including the 

Performance Incentive. In the most recent rate case, the Residential DSM Surcharge was set at 

$0.002232 per kMh and the Non-residential DSM Surcharge was set at 2.5479% of total bill (before 

RES, LFCR, assessments and taxes). Staff believes that the DSM Surcharge should be reset to reflect 

the requested budget, the significantly decreased under-collection, and the potential Freeport 

exemption. 

210. Below are comparisons of the current DSM Surcharge with (i) the updated DSM 

Surcharge, with participation by Freeport; and (ii) without participation by Freeport. 

Decision No. - 
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Current DSM Surcharge e I 
Residential $0.002232 per kWh 
Non-residential 2.5479% of total bill (before RES, 

.FCR. assessments and taxes) Î  - 
Reset of DSM Surcharge with 
participation by Freeport 
Residential $0.002149 per k w h  
Non-residential 2.399% of total bill (before RES, LFCR, 

assessments and taxes) 

Non-residential 
1 I I assessments and taxes) 

21 1. Below is a table showing estimated Residential bill impacts, based on average kwh use 

If the current DMS Surcharge, and the DMS Surcharges with and without participation by Freeport. 

212. Recommendations Repardim Reset. Staff has recommended that the DSM Surcharge be 

reset to $0.002149 per kWh (Residentia1)/2.399% of total bill, before RES, LFCR, assessments and 

:axes (Non-residential) if the Commission decides not to approve Freeport's requested exemption 

From the DSM Surcharge. If the Commission decides to approve Freeport's requested exemption 

From the DSM Surcharge, Staff has recommended that the DSM Surcharge be reset to $0.00231 1 per 

84% (Residential)/2.466% of total bill, before RES, LFCR, assessments and taxes (Non-residential). 

Staff Recommendations 

Reauested Waiver 

213. In accordance with A.A.C. R14-2-2404@), TEP has requested a waiver of the EE 

standard. TEP believes that, based on the current status of its EE Plan, and on other economic 

factors, it will not be able to meet the EE Standard for 2014 as set forth in A.A.C. R14-2-2404P). 

TEP states that, notwithstandmg its request for a waiver, it will continue to work toward the 

maximum cost-effective savings per dollar spent. 

Decision No. 7-85 
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214. Staff has recommended that TEP be granted a waiver of the Energy Efficiency 

Standard ("EE Standard") until further Commission action. However, we believe TEP should be 

y-anted a waiver of the EE Standard for 2014 and 2015 only, to reflect the time period of the 

[mplementation Plan under review and consideration by the Commission. 

CONCLUSIONS OF LAW 

1. TEP is an Arizona public service corporation within the meaning of Article X V ,  

Section 2, of the Arizona Constitution. 

2. The Commission has jurisdiction over TEP and over the subject matter of the 

application. 

3. The Commission, having reviewed the application and Staffs Memorandum dated 

October 1,2014, concludes that it is in the public interest to approve the Plan as discussed herein. 

ORDER 

Waivers 

IT IS THEREFORE ORDERED that the Energy Efficiency Standard set forth in A.A.C. 

R14-2-2404P) is waived for Tucson Electric Power Company for 2014 and 201 5. 

IT IS FURTHER ORDERED that A.A.C. R14-2-2404(H) is waived for Tucson Electric 

Power Company, to the extent that Tucson Electric Power Company may count cost-effective energy 

savings from improvements to its facilities and generation systems toward compliance with the Energy 

Efficiency Standard. 

IT IS FURTHER ORDERED that A.A.C. R14-2-24040 is waived for Tucson Electric 

Power Company, to the extent that Tucson Electric Power Company may count up to one thrd of 

energy efficiency savings from energy efficiency appliance codes toward the Energy Efficiency 

Standard. 

IT IS FURTHER ORDERED that A.A.C. R14-2-2404@) is not waived for Tucson Electric 

Power Company to the extent that Tucson Electric Power Company may not count more than one 

thrd of energy efficiency savings from energy efficiency building or appliance codes toward the 

Energy Efficiency Standard. 

. . .  
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Onpoinp Cost-Effectiveness 

IT IS FURTHER ORDERED that if Tucson Electric Power Company finds any 

Commission-approved program or measure no longer cost-effective, Tucson Electric Power 

Company shall file, in this docket, a letter stating that the program or measure will be discontinued. 

IT IS FURTHER ORDERED that any measures not found cost-effective by Staff shall be 

discontinued, however, Tucson Electric Power Company may continue the four Existing Homes 

lower tier duct seahng measures to allow Tucson Electric Power Company to gather adltional data 

demonstrating cost-effectiveness in the field. These four Existing Homes lower tier duct sealing 

measures may be continued as long as field data demonstrates that they are cost-effective, otherwise 

Tucson Electric Power Company shall discontinue any of the measures found not to be cost-effective. 

IT IS FURTHER ORDERED that Tucson Electric Power Company, on or before May 31, 

2015, shall file a report in this docket on the savings and cost-effectiveness of the four Existing 

Homes lower tier duct sealing measures. The report shall be based on at least twelve months of data 

kom actual installations and Tucson Electric Power Company shall discontinue any of the four 

measures Staff finds non-cost-effective based on Staffs evaluation of this report. 

BMdxet 

IT IS FURTHER ORDERED that Tucson Electric Power Company maintain its budget at 

$1 8,839,760. 

FLexibiLig 

IT IS FURTHER ORDERED that Tucson Electric Power Company have the flexibility to 

move fundmg between cost-effective programs and measures, with the exception of the Low-income 

Weatherization Program, as long as funding is restricted to cost-effective programs and measures and 

is divided as evenly as is reasonably possible between Residential and Non-residential customers. 

IT IS FURTHER ORDERED that Tucson Electric Power Company may, upon providing 30- 

day advance notice to the Commission, reduce incentive levels in order to more effectively manage 

program spending or respond to market conditions. 

. . .  

. . .  
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IT IS FURTHER ORDERED that until further order 

Zxempted from the DSM surcharge, but not on a company-wide 

Page 46 Docket No. E-01933A-13-0183 

Commission, Freeport is of the 

)asis. per the Tucson Electric 

Power Company Settlement Agreement, the single location account above 25MW located in Tucson 

Electric Power Company’s service territory (the Sierrita Mme) shall alone be exempted. Other 

Freeport locations in the Tucson Electric Power Company service territory should continue to pay 

into the DSM surcharge. 

IT IS FURTHER ORDERED that the Freeport Sierrita site no longer receive any incentives 

from the Tucson Electric Power Company EE portfolio of programs. 

IT IS FURTHER ORDERED that Freeport shall be required to pay into the Tucson Electric 

Power Company DSM bank an amount equal to what it would have paid during the period of its 

exemption, along with reasonable interest, should Freeport opt to return to non-exempt status 

regardmg the Tucson Electric Power Company DSM programs and surcharge. 

IT IS FURTHER ORDERED that Freeport-McMoRan Copper and Gold’s exemption shall 

be limited in that Tucson Electric Power Company must continue to obtain and report energy 

efficiency activities and savings from Freeport-McMoRan Copper and Gold, Inc., on an annual basis. 

Freeport-McMoRan Copper and Gold, Inc., shall provide an annual count of the number and 

horsepower of high efficient motors installed at the Sierrita Mine, which operate all mining processes, 

and data on any energy efficiency measures/projects which are installed at the Sierrita Mine, sufficient 

to enable the calculation of energy savings. Freeport’s exemption shall be contingent upon it 

providing thls information to Tucson Electric Power Company at a time and in a manner such that it 

may be included as part of the annual Tucson Electric Power Company DSM report filed by March 1 

of each year. 

IT IS FURTHER ORDERED that Tucson Electric Power Company shall not count 

Freeport-McMoRan Copper and Gold’s energy savings in determining the Lost Fixed Cost Recovery 

amount, nor enable Tucson Electric Power Company to qualify for a performance incentive or 

otherwise increase Tucson Electric Power Company’s performance incentive amount. 

. . .  
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IT IS FURTHER ORDERED that Freeport’s energy savings be reported by Tucson Electric 

ower Company in its Progress Report filed in March of each year. 

IT IS FURTHER ORDERED that that when Tucson Electric Power Company files its next 

:E Implementation Plan or by October 1, 2015, whichever is sooner, Tucson Electric Power 

lompany report what its budget and DSM surcharge would be had Freeport not been exempted. 

Leazlest for Commercial Cross-Propram E liiJibili0 

IT IS FURTHER ORDERED that Tucson Electric Company’s request that it be allowed to 

lffer all commercial measures to all customers participating in any commercial program is hereby 

enied. 

’rovams and Measzlres 

IT IS FURTHER ORDERED that none of the measures listed under “Discontinued 

vleasures” are approved as part of Tucson Electric Power Company’s EE portfolio. 

IT IS FURTHER ORDERED that the Efficient Products Program remain in effect with the 

,xisting cost-effective measure (CFLs) in place, and that the proposed new measures found cost 

:ffective by Staff and approved previously by the Commission for other utility customers are 

Lpproved. 

IT IS FURTHER ORDERED that the proposed new Appliance Recycling Program is 

tpproved at this time. 

IT IS FURTHER ORDERED that the existing Residential New Construction Program 

.emain in effect until further Commission order. 

IT IS FURTHER ORDERED that the existing Existing Homes Program remain in effect 

inti1 further Commission order. 

IT IS FURTHER ORDERED that the existing Shade Tree Program remain in effect until 

krther order of the Commission. 

IT IS FURTHER ORDERED that the existing Low-Income Weatherization Program remain 

n effect until further order of the Commission. 

. .  
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IT IS FURTHER ORDERED that eligibility for participating in the Low-Income 

Veatherization Program be changed from 150% of the Federal Poverty Level to 200% of the Federal 

'overty Level. 

IT IS FURTHER ORDERED that the proposed new Multi-Family Housing Efficiency 

'rogram is approved. 

IT IS FURTHER ORDERED that the Consumer Education and Outreach Program remain 

n effect, but that it be analyzed in accordance with A.A.C. R14-2-24100 and that this information be 

xovided in the progress reports filed in compliance with the Energy Efficiency Rules. 

IT IS FURTHER ORDERED that the Energy Codes and Standards Program be approved. 

IT IS FURTHER ORDERED that the Conservation Voltage Reduction Program be 

ipproved, but that there be no recovery for this program through the DSM Surcharge. 

IT IS FURTHER ORDERED that the Generation Improvement and Facilities Upgrade 

Program be approved, but that there be no recovery for this program through the DSM Surcharge. 

IT IS FURTHER ORDERED that Tucson Electric Power Company may count cost effective 

energy savings from improvements to Tucson Electric Power Company facilities and generation 

systems toward compliance with the energy efficiency standard. Specific programs including 

anticipated costs and energy savings must be proposed and approved through the implementation 

plan process. Any energy savings from improvements to Tucson Electric Power Company's facilities 

and generation systems shall not increase the LFCR, enable Tucson Electric Power Company to 

qualify for a performance incentive, or otherwise increase the performance incentive amount. 

IT IS FURTHER ORDERED that the DSM Surcharge be reset to $0.002311 per kwh 

(Residential)/2.466% of total bill, before RES, LFCR, assessments and taxes won-residential). 

IT IS FURTHER ORDERED that the C&I Direct Load Control Program remain in effect 

until further Commission order. 

IT IS FURTHER ORDERED that the C&I Comprehensive Program remain in effect unul 

further Commission order. Cost-effective existing measures listed in Appendix 1-A, including the 18 

SEER Packed and Split AC measure, shall continue, while any non-cost-effective existing measures 

.. . . 
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,hall be discontinued. New measures found cost effective by Staff for TEP and approved previously 

)y the Commission for other utility customers are approved for the C&I Comprehensive Program. 

IT IS FURTHER ORDERED that the Bid for Efficiency Program is approved. 

IT IS FURTHER ORDERED that the Retro-Commissioning Program is approved. 

IT IS FURTHER ORDERED that the Small Business Direct Install Program remain in effect 

inti1 further Commission order and that schools are eligible to participate in the Program to the extent 

:hat such participation would be cost-effective. (see Appendlx 1 -A) 

. .  

. .  

. .  

, . .  

, . .  

. . .  

, . .  

. . .  

. . .  

. . .  

. . .  
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IT IS FURTHER ORDERED that the Combined Heat and Power Program is approved and 

:hat Tucson Electric Power Company will prioritize funding for t h s  program as necessary to meet 

iustomer demand. 

IT IS FURTHER ORDERED that Tucson Electric Power Company is allowed to count 

:oward the Energy Efficiency Standard any savings arising from CHP projects in its service territory 

that conform to the requirements of the Energy Efficiency Rules. 

IT IS FURTHER ORDERED that this Order is effective immediately. 

BY THE ORDERYF THE ARIZONA CORPORATION COMMISSION 

COLLIMISSIONER 

IN WITNESS WHEREOF, I, JODI JERICH, Executive 
Director of the Arizona Corporation Commission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be affixed -he Capito, in e City of 
Phoenix, this 31 * day of &U&> , 201 4. 

DISSENT: 

DISSENT 

3MO:JMI<:sms\RRM 
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Michael Patten 
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